As a fair housing professional, I am concerned that this behavior will allow Wall Street to once again prey upon urban and inner-ring suburban communities across the country. These new investors in this emerging
. 3 This paper will explore the fair housing implications of federal policies and programs which support and promote the establishment of an emerging REO-to-Rental housing market.
Single-family rental properties have become a lucrative investment, attracting more than $10 billion in investment from equity firms, hedge funds, REITs and institutional investors, transforming a business once dominated by small investors into a new asset class that, according to Goldman Sachs Group Inc., may total $2.8 trillion in the near future. 4 As a fair housing professional, I am concerned about the long-term societal and economic impacts of these programs on urban and inner-ring suburban communities across the country. Wall Street equity firms, hedge funds and other investors are covered by the federal Fair Housing Act and its implementing regulations 5 . I will set forth in this paper what potential regulatory, societal and economic risk factors exist as a result of the government's encouragement of this new housing market and urge the federal regulatory agencies to immediately convene to discuss, frame, and issue guidance on best practices, jurisdictional issues, types of activities prohibited and obligations to affirmatively further fair housing.
II. THE EMERGING REO-TO-RENTAL HOUSING MARKET

A. Background
In August 2011, The Federal Housing Financing Agency announced a REO-bulk sales initiative to repair the hardest-hit housing markets by selling off bulk assets to investors with the ability to turn those properties into rentals. REO properties are a class of property owned by a lendertypically a bank, government agency, or government loan insurer-after an unsuccessful sale at a foreclosure auction. 6 The agency received more than 4,000 submissions to its request for information sent to the housing industry. 7 It is estimated that there are between 1.5 million and 5.65 million homes backing mortgages 60 days or more delinquent or already in REO. Fannie Mae holds 122,000 properties in its REO inventory. Freddie Mac has about 60,000. 8 The Federal Housing and Finance Agency (FHFA) selected private equity firm Colony Capital to manage rentals in the Fannie Mae and Freddie Mac inventory.
January 2012, the Federal Reserve Board ("the Board") issued a white paper entitled "The U.S. Housing Market: Current Conditions and Policy Considerations"." 9 The Board sought to address the growing inventory of REO properties by advocating for the large scale conversion of REO properties to rental properties. The Board identified three factors that inhibited these conversions:
1. Difficult to assemble enough geographically proximate properties to achieve efficiencies of scale with regard to the fixed costs of a rental program. 2. The expectation that REO holders will offer significantly larger price concessions relative to direct sales to owner occupants because it can be difficult for investors to obtain financing for such sales. 3. The policy of the prudential regulators encouraged sales of REO property as early as practicable.
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According to the Board paper, Fannie Mae, Freddie Mac, and the Federal Housing Administration (FHA) together hold about half of the 6 Wikipedia. http://en.wikipedia.org/wiki/Real_estate_owned Accessed 7/28/2013. 7 http://www.housingwire.com/2011/08/10/obama-administration-expects-new-push-forreo-rentals . Accessed 4/28/2013. 8 http://www.housingwire.com/news/2012/08/07/fitch-local-job-markets-key-reo-rentalsecuritization-ratings . Accessed 4/28/2013. 9 Federal Reserve Board. 2012. "The U. S. Housing Market: Current Conditions and Policy Considerations". http://www.federalreserve.gov/publications/otherreports/files/housing-white-paper-20120104.pdf . Accessed 1/13/2012. 10 IBID outstanding REO inventory and so might be able to aggregate enough properties to facilitate a cost-effective rental program in many rental markets.
11 More than one-fourth of REO properties are held by nonagency securitized pools and the remaining inventory is held by regulated banks and thrifts. The Board staff found about three-fourths of REO properties are in neighborhoods where the median house values and incomes are greater than 80 percent of the medians for the metropolitan area.
12
The Board issued a policy statement on rental of REO held by the financial institutions they supervise on April 5, 2012, that allowed the rental of REO properties without requiring them to demonstrate continuous efforts to market the properties, provided suitable practices and policies were followed.
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The actions of the federal agencies have encouraged equity firms, hedge funds and other Wall Street investors to initiate and develop an institutional single-family rental market.
Market actors are racing to create the first REO-to-rental securitization, with private equity giant Blackstone leading the way as the largest asset manager in the sector. Deutsche Bank increased a bank loan facility to Blackstone to $2.1 billion which allows the expansion of Blackstone's already significant holding of 25,000 single-family homes.
Deutsche Bank has also provided a $100 million loan facility to California-based asset manager Five Ten Capital to facilitate the creation of the first-ever REO-to-rental bond. Five Ten Capital will collateralize this facility with actual mortgages rather than an equity pledge, allowing for the creation of a real estate mortgage investment conduit (REMIC) 14 structure. A REMIC is a multiclass, mortgage-backed security in which cash flows from the underlying assets are allocated to individual bonds. In this case it allows for the securitization of rental cash flows which is a new usage of the instrument. Five Ten currently has three funds that purchase single-family rentals and already offers rental homes in seven states across the Southeast, Midwest, and Western regions of the country. 
B. Federal Policy Shift Away from Homeownership
The Board encouraged Congress to implement policies "that would help moderate the inflow of properties into the large inventory of unsold homes, remove some of the obstacles preventing creditworthy borrowers from accessing mortgage credit, and limit the number of homeowners who find themselves pushed into an inefficient and overburdened foreclosure pipeline." 16 The Board found that fewer than half of lenders are currently offering mortgages to borrowers with a FICO score of 620 and a down payment of 10 percent, even though these loans meet GSE guidelines.
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Many middle class families, including protected class members, have seen their credit scores fall and their assets drained as a result of the "Great Recession".
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The Federal Reserve Board cites a number of factors that have been weighing on housing demand. High unemployment, weak income growth and uncertainty about the future prospects for the economy and labor market have made some households reluctant to buy homes despite the large declines in house prices and mortgage rates. In addition, the Board raised concerns about the reduced demand from potential first-time homebuyers, particularly among 29 to 34 year olds who tend to have lower credit scores, higher debt loads and fewer economic resources to make a down payment than a decade ago.
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In its white paper the Federal Reserve Board put forward a number of approaches to restoring the housing market. These approaches would be enhanced if they were designed to affirmatively further fair housing and to redress the harm done to communities of color because of their lax enforcement. According to E.O. 12892, the phrase "programs and activities" includes "programs and activities operated, administered, or undertaken by the Federal Government; grants; loans; contracts; insurance; guarantees; and Federal supervision or exercise of regulatory responsibility (including regulatory or supervisory authority over financial institutions." Federal banking agencies are responsible for promulgating regulations in consultation with the Department of Housing and Urban Development and the Department of Justice regarding programs and activities of executive agencies related to housing and urban development that are subject to the order; describe the responsibilities and obligations of federal banking agencies in ensuring that programs and activities are administered and executed in a manner that furthers fair housing; describe the responsibilities and obligations of applicants, participants, and other persons and entities involved in housing and urban development programs and activities which they supervise, affirmatively to further the goal of fair housing. 23 Further, federal financial regulators are required to take "appropriate steps to require that all persons or other entities who are applicants for, or participants in, or who are supervised or regulated under, agency programs and activities relating to housing and urban development shall comply with this order."
III
24
Federal banking agencies are expected to describe a method to identify impediments in programs or activities that restrict fair housing choice and to implement incentives that would maximize the achievement of practices that affirmatively further fair housing. Further, they are expected to issue standards and procedures regarding the administration of programs and activities in a manner affirmatively to further fair housing.
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The Federal regulators have a duty to invest assets in ways that advance, rather than undermine, the development of safe, affordable, sustainable and inclusive communities free of discrimination. The regulators have a duty to bring about a more equitable distribution of financial opportunity; to invest their resources directly or leverage their assets to increase the flow of capital to historically excluded communities. FHFA and the Board, through existing powers, could encourage the financing of minority-owned and other small businesses, facilitate job creation, and strengthen homeownership for future generations. 
B. Federal Housing Administration Policy on REO Asset Sales
The FHA Office of Asset Sales was established to coordinate the disposition of defaulted FHA-held single family, multifamily and healthcare mortgage notes. Under the Debt Collection Improvement Act of 1996, credit agencies with $100 million in loan assets are expected to sell certain delinquent loans. The asset sales program provides another disposition option for defaulted FHA notes to the conveyance claim process which requires foreclosure on the borrower and the sale of the acquired property.
The Single Family Loan Sale initiative ("SFLS") intends to meet the mission and financial objectives of maximizing recoveries to the mutual mortgage insurance fund, reducing claim costs, minimizing the time that assets are held and keeping homeowners in their homes. SFLS may include the sale of loan pools in designated geographic areas that are aimed at a neighborhood stabilization outcome or "NSO Targeted" loan pools.
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On May 29, 2013, FHA announced that the first sales under this initiative would take place on June 26, 2013 and July 10, 2013. On June 26th, the Department proposed to sell approximately 15,000 notes through 'national pools' ranging in size from $37 million to $383 million 29 and on July 10th offered approximately 5,000 notes through Neighborhood Stabilization Outcome (NSO) pools. The NSO pools will offer qualified bidders notes located in the following metropolitan areas: Los Angeles, Chicago, southern Ohio (including Cincinnati, Columbus and Dayton), and the entire state of North Carolina.
30
The Department's single family loan sales are offered through a competitive bidding process in which loan pools are sold to the highest bidder, including non-profit and community-based organizations. The FHA issued a list of qualifications for entities bidding through the 28 http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/comp/asset/hsgloan 29 https://www.debtx.com/Default.asp? Accessed 6/9/2013 30 IBID "national pools" 31 and a separate list of qualifications for entities bidding through the "Neighborhood Stabilizations Outcome (NSO)" pools.
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Qualifications under the NSO pools includes a provision that [i]f the respondent truthfully certifies that no bids from "an individual or entity that has been sanctioned, required or agreed to pay any administrative, civil or criminal penalties or damages in connection with any suit or enforcement action involving single family loan origination, servicing or collection activities, or involving allegations of housing discrimination under any applicable local, state, or federal law or regulation", then the Bidder will meet minimum eligibility under the Program.
Where Bidder cannot so certify, the Bidder may provide a supplemental response. Bidder's supplemental response must indicate that the infraction/action 1) can be demonstrated to be minor and isolated, 2) is reflective of extraordinary circumstances that will not be applicable to the activities proposed under this solicitation, and 3) does not represent a legal impediment to doing business with HUD/FHA.
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FHA needs to immediately define the terms:  "minor and isolated"  "extraordinary circumstances" , and  "legal impediment".
No similar qualification exists for the 15,000 notes included in the "national pool". The FHA lends to a higher percentage of African Americans and Hispanic Americans, as well as younger, creditconstrained borrowers. Persons who are eligible for FHA mortgage insurance were those most likely to be targeted with defective products and services, and notes from these communities are more likely to be included in the national pools.
The FHA has a duty to ensure that these communities are not exposed to a higher risk of discrimination in subsequent transactions. When winning bids average less than 50 % of the unpaid loan balances on the notes in the pool, 34 On February 1, 2012, the Federal Housing Finance Agency (FHFA), the conservator of Freddie Mac and Fannie Mae announced the launch of a pilot Real Estate Owned initiative. The program allows for private capital to invest in the REO properties owned by the GSEs by offering qualified investors the opportunity to bid on pools of GSE-owned single family properties. The winning bidders are then required to convert the REO properties to rentals, which must be rented for a specified number of years.
As of September 30, 2012, HUD held 37,445 REO properties while the GSEs held 158,138. In addition, HUD and the GSEs held 1,708,033 properties that were 90 days delinquent which was nearly 9 times the size of the HUD and GSEs REO inventories combined.
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On November 1, 2012 FHFA announced that it was encouraged by the results of Fannie Mae's first Real Estate Owned (REO) pilot transactions and remains committed to pursuing efforts that build upon the success of this initiative. This is in keeping with FHFA's Strategic Plan for the Enterprise Conservatorships, which called for implementation of the REO initiative and creative strategies for placing foreclosed homes back into the marketplace in order to reduce losses. FHFA announced that Pacifica Companies, LLC purchased 699 properties in Florida; the Cogsville Group, LLC purchased 94 properties in Chicago; and Colony Capital, LLC purchased 970 properties in California, Arizona and Nevada, in structured arrangements that utilize the asset management experience of the private sector. Transactions may contain post-closing conditions such as periods during which assets are rented with restrictions on the amount of properties that may be sold. These transactions have the potential of stabilizing property maintenance standards and enhancing rental inventory of various markets. While a transaction may contain properties in different areas of one or more states, the properties within an area are geographically concentrated. These structured transactions include Sole Owner transactions, where investors acquire a sole economic interest in the assets subject to certain asset management requirements, and Joint Fannie Mae requires the bidder to disclose any history of debarment by the United States Department of Housing and Urban Development; or has breached a contract with a public agency and failed to cure that breach; or has been found liable for civil or criminal penalties or damages in a lawsuit involving the health or safety of tenants in a development under their management or ownership, or the application of the Fair Housing Act; or has within the past three (3) years ever been subject of potential violations of building code violations, Federal state or local housing discrimination complaints, or landlord tenant complaints.
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Like the other financial regulators, Fannie Mae requires extensive documentation of the ability of the bidder to manage and maintain the assets purchased.
Fannie Mae also welcomes and encourages Diverse-owned Business and Not-for-Profit participation in proposed transactions. Fannie Mae uses the provided information to establish and monitor the effectiveness of Fannie Mae's outreach efforts to support diversity of participation in Fannie Mae transactions.
Both Fannie Mae and Freddie Mac have written selling and servicing guides that their counterparties contractually commit to follow, including complying with all federal and state laws and regulationsincluding consumer protection statutes-applicable to originating, selling, and servicing mortgage loans. Multiple federal consumer protection laws apply to residential mortgages including the Fair Housing Act, the Equal Credit Opportunity Act, and the Unfair Deceptive and Abusive Practices Act.
" Fannie Mae has no written procedures governing how it monitors counterparties found to be in violation of laws or regulations or how it will address such violations of counterparty contractual requirements.
Additionally, Fannie Mae has taken no action as a direct result of any federal regulator working with a lender to remediate violations in the past ten years. 39 
IV. RELEVANT PROVISIONS OF THE FEDERAL FAIR HOUSING ACT AND ITS IMPLEMENTING REGULATIONS
A. Title VIII of the Civil Rights Act of 1968, as amended
Participants in this emerging REO-to-Rental market must understand that the Federal Fair Housing Act, as amended, prohibits discrimination in housing and housing related services on the basis of race, color, religion, sex, national origin, handicap or familial status.
Prohibited acts of discrimination include but are not limited to:  refuse to sell, rent or lease housing;  falsely deny the availability of housing;  providing different terms, conditions or privileges for the sale or rental of a dwelling;  blockbusting;  steering;  deny access to or membership in a facility or service related to the sale or rental of housing;  refuse to make a mortgage loan;  refuse to provide information regarding the availability of loan products and services;  redlining;  discriminate in appraising property; or  set different terms or conditions on the pricing of a loan product.
The Fair Housing Act also includes affirmative requirements related to persons with disabilities. It is unlawful to refuse to make reasonable accommodations in rules, policies, practices or services, if such accommodations are necessary for a person with disabilities to use the housing. Further, landlords must allow reasonable modifications of a dwelling or common use areas, if necessary for the handicapped person to use the housing.
The Federal Fair Housing Act makes it unlawful for any person or other entity whose business includes engaging in residential real estaterelated transactions to discriminate against any person in making available such a transaction, or in the terms or conditions of such a transaction. The Act defines a "residential real estate-related transaction" as:
(1) The making or purchasing of loans or providing other financial assistance for purchasing, constructing, improving, repairing, or maintaining a dwelling; or secured by residential real estate.
(2) The selling, brokering, or appraising of residential real property.
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Any potential actors in this sector must understand and ensure compliance with Federal, State and Local fair housing laws and their implementing regulations. Federal regulators need to issue guidance to the rating agencies, and others to ensure that appropriate safeguards are in place to avoid the debacle that resulted from the pooling, packaging, servicing and rating of mortgages and other debt instruments with discriminatory features.
For example, several equity and hedge funds are pursuing securitization of REO properties through bonds as a way to finance these purchases. Securitization is the process of pooling together assets such as the cash flow from rental payments to back a deal which is then sliced into different tranches or layers, according to the risk of the underlying assets and the order in which bondholders will be paid. If the terms and conditions regarding the management and marketing of the underlying properties within the tranche are different based upon neighborhood characteristics and promote or perpetuate segregated housing patterns investors could find themselves in violation of the federal Fair Housing Act.
B. Equal Credit Opportunity Act
The Equal Credit Opportunity Act (ECOA), and its implementing regulation, Regulation B, prohibit creditors from discriminating against any applicant with respect to any aspect of a credit transaction.
ECOA also applies to those servicers that are creditors, such as those who participate in a credit decision about whether to approve a mortgage loan modification. The statute makes it unlawful to discriminate against any borrower with respect to any aspect of a credit transaction:
 On the basis of race, color, religion, national origin, sex or marital status, or age (provided the applicant has the capacity to contract);  Because all or part of the applicant's income derives from any public assistance program; or  Because the applicant has in good faith exercised any right under the Consumer Credit Protection Act.
Creditors also are prohibited from making any oral or written statement, in advertising or otherwise, to applicants or prospective applicants that would discourage on a prohibited basis a reasonable person from making or pursuing an application. In addition, ECOA and Regulation B require lenders to provide adverse action notices detailing the specific reasons for the decision or notifying the applicant of his or her right to request the specific reasons for the decision.
Investors who engage in Rent-to-Own or Lease Purchase transactions are covered under the ECOA and should seek clarity from the Consumer Financial Protection Bureau to ensure compliance.
C. Unfair and Deceptive Practices
Investors who engage in Rent to Own or Lease Purchase transactions must also guard against terms and conditions that unfairly target protected group members or neighborhoods in violation of federal and state UDAP laws.
1. Deceptive Practices A representation, omission, act, or practice is deceptive when: 1) the representation, omission, act, or practice misleads or is likely to mislead the consumer; 2) the consumer's interpretation of the representation, omission, act, or practice is reasonable under the circumstances; and 3) the misleading representation, omission, act, or practice is material.
2.
Unfair Practices An act or practice is unfair when: 1) it causes or is likely to cause substantial injury to consumers; 2) the injury is not reasonably avoidable by consumers; and 3) the injury is not outweighed by countervailing benefits to consumers or to competition.
3.
Abusive Practices An abusive act or practice: 1) materially interferes with the ability of a consumer to understand a term or condition of a consumer financial product or service; or 2) takes unreasonable advantage ofa) a lack of understanding on the part of the consumer of the material risks, costs, or conditions of the product or service; b) the inability of the consumer to protect the interests of the consumer in selecting or using a consumer financial product or service; or c) the reasonable reliance by the consumer on a covered person to act in the interests of the consumer.
V. FAIR HOUSING RISK CONSIDERATIONS FOR FINANCIAL INSTITUTIONS AND OTHER INVESTORS IN THIS EMERGING MARKET
Blighted properties lead to decreased property values, increased property crimes and additional stress on city services. If this neglect occurs only in communities with high concentrations of protected class members or disproportionately impacts the housing choices of protected class members, this becomes a fair housing issue that can impact the value of the investment vehicle by exposing the investors in the instrument to liability under section 3605 of the Fair Housing Act. For example in Tampa, Florida many Home Owner Associations (HOAs) are concerned that many investors are failing to maintain the properties they have purchased. For example, one investor killed all the grass on a property in the Land O' Lakes neighborhood and never replaced the lawn. The HOA has sent four letters without a response. As a result, many HOAs in the Tampa area are considering restrictions on rentals in their communities. 42 This could significantly impact housing choice for families with children in the Tampa area.
On June 3, 2013, the U. S. Department of Housing and Urban Development (HUD) entered into a conciliation agreement with Wells Fargo for $39 million dollars to resolve complaints involving 45 cities alleging that Wells Fargo marketed and maintained its REO properties in a discriminatory manner based upon the racial or ethnic composition of the neighborhood.
43 Wells Fargo was alleged to have engaged in differential treatment of REO properties on the basis of race, and national origin. Wells Fargo was alleged to have managed REO properties in a discriminatory manner based upon the ethnic or racial composition of the communities. Wells Fargo was alleged to have failed to provide adequate policies and procedures to ensure that REO property maintenance and marketing were performed in a non-discriminatory manner. 44 As a result of the settlement agreement Wells Fargo will implement certain enhancements to its REO maintenance and marketing standards. (It is prudent for any new participants in the REO to Rental market to understand and consider these standards.)
Wells Fargo agreed to maintain and market REO properties serviced for private third party investors according to standards prescribed in the applicable Third Party Investor servicing agreement, or, in those cases where no specific standard is applicable, according to the "best practices" standard contained in the Wells Fargo Premium Asset Services (PAS) Broker Procedure Manual.
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Wells Fargo agreed to include the use of a Property Condition Inspection Checklist (the "Checklist"). The Checklist will include information about the condition of various aspects of the REO property, and will serve as a tool for identifying issues to be escalated to PAS for evaluation and determination of what, if any, repairs or other actions will be taken.
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Wells agreed to provide on the Wells Fargo REO website information about all Wells Fargo REO properties listed for sale, including contact information for the listing broker/agent. Wells Fargo also agreed to provide include a toll free number for complaints about Wells Fargo REO properties, and a toll free phone number for any buyer, buyer's agent, or any other person to inform Wells Fargo of any concerns with listing brokers/agents retained by PAS.
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Wells also agreed to an enhanced first look program, fair housing training, and the establishment of a Community Grant Fund of $11,490,000 to benefit those communities of color identified in the complaints.
Another illustration of the potential impact of discriminatory conduct on investors is a lawsuit filed by the city of Los Angeles against Deutsche Bank.
48 During the housing boom and subsequent bust, Deutsche Bank subsidiaries acquired the title to more than 2,000 properties in Los Angeles. The city accused Deutsche Bank of allowing vacant properties to turn into nuisances, neglecting to maintain occupied properties, and illegally evicting low-income tenants to clear the way for a potential sale. Los Angeles sought a court order compelling the bank to bring foreclosed properties up to code and halt illegal evictions. It requested monetary damages that could potentially reach hundreds of millions of dollars.
Investors are strongly encouraged to adopt "best practices" that comply with applicable laws and regulations (including fair housing and fair lending laws) for the maintenance and marketing of REO to rental properties.
A recent "Joint Report on Federally Owned or Overseen Real Estate Owned Properties" issued by the HUD and FHFA OIGs outlined ten steps for managing REO inventory. They expect a creditor to:
45 IBID 46 IBID 47 IBID 48 http://news.yahoo.com/deutsche-bank-cant-shake-l-claims-over-foreclosure-011205603--finance.html Accessed 04/28/2013.  Hire qualified REO contractors-law firms, property maintenance companies, real estate brokers, and others-to secure, maintain, market, and sell REO properties.  Provide contractor training.  Establish standard policies and procedures for key REO maintenance activities, such as the number of times per month lawns must be cut.  Establish budgets and reimbursement schedules for routine property maintenance activities. In some cases, repairs may enhance a property's value and thereby maximize returns. Without an effective way of making such determinations, a creditor could reimburse contractors for repairs that are unnecessary and increase property management costs. However, a creditor must also be mindful that foreclosed properties located in economically distressed areas may be particularly difficult to sell. In some cases, demolishing rather than rehabbing the property may be more cost effective.  Require multiple bids or reviews for proposed repairs that exceed pre-established dollar thresholds.  Conduct onsite inspections of selected properties to ensure that they are secured, maintained, and repaired according to established standards.  Require multiple broker price opinions or appraisals to establish each foreclosed property's fair market value.  Audit bills submitted by contractors to ensure their appropriateness and screen for potential fraud.  Conduct account reviews and performance management audits and monitor contractors using established metrics, including contractual obligations.  Withhold payments to contractors for services rendered until such services have been completed satisfactorily and suspend or terminate unsatisfactory contractors.
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Investors in REO bulk sale transactions should also consider a wide range of fair housing or fair lending issues, which may vary depending on the structure of the particular transaction. These issues may include:
 Does the structure of financial instruments include discriminatory policies or procedures, such as marketing and management agreements that differ based on the neighborhood type or investment tranche?  Are there discriminatory issues relating to responsibilities of parties that previously owned the REO property?  Are there discriminatory issues relating to underwriting, pooling, packaging, and servicing of the financial instrument? utilized by the company?  Is there a reasonable accommodation/ modification request policy or procedure available for persons with disabilities? For example for properties with an equity investment from the government, have you set aside funds to pay for modifications to properties for the benefit of persons with disabilities?  Are risk management and other employees made aware of these policies?  Are there objective nondiscriminatory underwriting or selection criteria for all programs or services offered?  Have they been reviewed to make sure they meet legitimate business needs or goals?  Have they been reviewed for potential impacts on protected classes?  If so, were actions taken to mitigate or attempt to mitigate any disparate impacts found?
Ultimately it is recommended that investors and other participants in the REO-to-Rental market ensure that properties are secured and safe from hazardous conditions that real estate assets are maintained and property values are preserved or enhanced in a manner that promotes or preserves inclusive and sustainable communities.
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VI. CONCLUSION
The regulatory agencies should adopt joint policies and procedures that affirmatively further fair housing and develop a common lexicon for affirmatively furthering fair housing across all programs and activities. The regulatory agencies should adopt regulations that are responsive to ideal of inclusive and sustainable communities. The financial regulatory agencies should adopt a sophisticated approach and broaden the social attitudes and cognitive frameworks through which they formulate policies. This framework should be both process and outcome based, reflexive rather than static, nimble and prepared to change.
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The lack of a comprehensive national housing policy has led to continued oligarchic control of a culturally isolated regulatory process, with local communities and the people they serve having little input into decisions with trans-generational consequences.
The duty to affirmatively further fair housing provides the financial regulators with the opportunity to develop a common understanding and shared vision among the different stakeholders. This can lead to the discovery of the drivers and barriers to opportunity and to a deeper understanding of the role that regulatory actions, strategies and policies play in achieving systemically defined goals. The financial regulators should evoke existing clauses in their representations and warranties to demand seller repurchases related to mortgages that were originated in violation of consumer protection laws. The financial regulators should adopt a systems-based focus on the concepts of sustainability, social and economic inclusiveness and financial security in an effort to reduce racial segmentation in future housing and financial markets. It is important for the financial regulators to systemically address and manage complex financial, socio-economic, and political issues to address the serious inequities between the haves and the have-nots. Sufficient regulatory and supervisory authority already exists to promote public/private partnerships that encourage integrated and inclusive communities. The federal agencies have the ability to develop initiatives that provide technical and public assistance in the design, packaging, and financing of neighborhood-based projects that affirmatively further fair housing. All that appears to be lacking is the willingness to do so. For example, the GSEs do not review the loans they buy at the time of purchase to assess whether consumers are being treated properly according to applicable law. Instead, they rely on solely on representations and warranties. 51 Rather than meet their obligations to affirmatively further fair housing and using the tools at their command to expand the vision for sustainable inclusive communities or to offer new opportunities that recharge wealth creation for those hardest hit by the great recession, the federal financial regulatory and supervisory agencies have encouraged the creation of the private sector REO to rental market with little regard to how its actions will contribute to and exacerbate the racial segmentation of future housing and financial markets.
